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SUB J : CLAUDE RYAN OFFERS COMPROMISE SOLUTION TO SALES TAX 
DISPUTE 

REF: QUEBEC 0175 

1 . PROVINCIAL LIBERAL LEADER CLAUDE RYAN MOVED TO UNDERLINE 
HIS PARTY'S INDEPENDENCE FROM OTTAWA YESTERDAY (MAY 24) WHEN HE 
PROPOSED HIS OWN COMPROMISE SOLUTIONS TO THE SALES TAX CONTROVER- 
SY. SPEAKING TO REPORTERS AT THE LIBERAL PARTY'S HEADQUEARTERS 

IN QUEBEC CITY, RYAN SHARPLY CRITICIZED FINANCE MINISTER JEAN 
CHREITEN FOR FAILING TO OBTAIN QUEBEC'S AGREEMENT TO OTTAWA'S 
ORIGINAL SALES TAX PROPOSAL BEFORE ANNOUNCING HIS BUDGET. RYAN 
AGAIN EMPHASIZED, AS HE HAD DONE EARLIER IN THE WEEK (REFTEL), 

THAT THE SOLUTION TO THE DISPUTE LAY IN AN AGREEMENT BETWEEN THE 
TWO GOVERNMENTS. HE ATTACKED CHRETIEN'S PROPOSAL FOR DIRECT 
PAYMENTS TO QUEBEC TAXPAYERS AS "INCOMPATIBLE WITH THE FEDERAL 
SPIRIT, ADMINISTRATIVELY COSTLY AND CLUMSY, AND SOCIALLY UNJUST.'' 

IF THE FEDERAL GOVERNMENT WERE TO RESORT TO SUCH TACTICS EVERY TIME 
IT WAS UNABLE TO OBTAIN A PROVINCE’ AGREEMENT TO A FEDERAL PRO- 
POSAL, RYAN SAID, THE PROVINCES WOULD BE UNDER THE PERPETUAL 
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THREAT OF BLACKMAIL. 

2. RYAN'S OWN PROPOSALS WERE TWOFOLD, BOTH INVOLVING A FISCAL 
ADJUSTMENT RATHER THAN A DIRECT (AND HUMILIATING FOR OTTAWA) 
PAYMENT FROM OTTAWA TO THE QUEBEC GOVERNMENT OF THE DOLS 225 
MILLION AT ISSUE. ONE SOLUTION WOULD BE FOR OTTAWA TO COLLECT A 
SPECIAL INCOME TAX AND TRANSFER THE FUNDS RECEIVED TO QUEBEC. 
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THE SECOND, LESS COMPLICATED METHOD ACCORDING TO RYAN, WOULD 
INVOLVE A ONE-SHOT FEDERAL TAX CUT WHICH WOULD ALLOW THE QUEBEC 
GOVERNMENT TO COLLECT THE SUM THROUGH ITS OWN PROVINCIAL TAX. 
BOTH ARRANGEMENTS WOULD RESPECT THE PRINCIPLE OF A PROVINCE'S 
"INVIOLABLE SOVEREIGNTY IN ITS OWN AREA OF COMPETENCE.” 

3. COMMENT: THE MAIN REASON FOR RYAN'S SHARP CRITICISM OF THE 
FEDERAL SALES TAX PROPOSAL WAS TO UNDERSCORE THE FACT THAT HE AND 
HIS PARTY WERE NEITHER TOOLS OF OTTAWA NOR A BRANCH OF THE 
FEDERAL LIBERAL PARTY. THE OCCASION ALSO GAVE RYAN A SPLENDID 
OPPORTUNITY TO POSE AS THE STATESMAN AND ADVOCATE OF 
THE PEOPLE'S INTEREST STANDING BETWEEN TWO SQUABBLING, VENAL 
ANTAGONISTS. 

MCNAMARA 
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